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1973 1972 

Coos Newsprint Production — tons 261,276 243113 

Newsprint shipments — tons 259,277 244,876 
*Revenue from sales and newsprint 
machine rental, less cost of sales, selling 
and administrative expenses $9,291,152 $6,331,343 
Net earnings before minority shareholders’ 
interest 4,130,733 22313118 
Minority shareholders’ interest In earnings 
of subsidiaries 1,089,299 690,584 
Net earnings 3,041 ,434 1,541,194 
Net earnings per common share 
(after preferred dividends) $ 1.48 $ 0.65 
Dividends paid per common share $ 0.40 $ 0.20 
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Vice-President and Secretary-Treasurer, The Donohue Company Limited, Quebec, Que. 


Robert Cahiza 
President and General Manager, La Papeterie de la Seine, Paris, France. 


Roger Charbonneau, C.A. 
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President and General Manager, Crédit Foncier Franco-Canadien, Montreal, Que. 


Lucien G. Rolland 
President and General Manager, Rolland Paper Company Limited, Montreal, Que. 


Yvon Simard 
President, General Investment Corporation of Quebec, Montreal, Que. 


Edward P. Walsh 


President and General Manager, The Donohue Company Limited, Quebec, Que. 
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Edward P. Walsh 


President and General Manager 
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Louis M. Létourneau 
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General Trust of Canada, Quebec and Montreal 
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500 Grande-Allée East, Quebec, Que. 


MILLS 


Clermont, Charlevoix, Que. 


REPORT TO 
THE SFAREROLDERS 


Your directors take pleasure in submitting to you the annual report for 
the year ended December 31, 1973, together with consolidated financial 
statements. 


EARNINGS 


Total net revenue from sales and machine rental after deducting 
manufacturing and administrative expenses amounted to $9,291,152 

in 1973 as compared to $6,331,343 in 1972. Consolidated net earnings 
of $3,041,434 or $1.48 per common share after payment 

of dividends on preferred shares established a new company record. 
Comparative figures for 1972 were $1,541,194 and $0.65 per common 
share. The above earnings do not include any revenue resulting from 
the operations of Produits Forestiers M. P. Inc. which was recently 
acquired by your company. Improved earnings were essentially the result 
of increased shipments, improved prices, reduced corporate taxes, and 
increased revenue from investments, partly offset by increased expenses. 


During the year working capital increased by approximately $2,000,000 
COLS) 7 007,750, 


Earnings per share* 


1st 2nd 3rd 4th 
quarter quarter quarter quarter Year 
1973 $0.22 SO227 $0.49 $0.50 $1.48 
1972 0.07 0.18 0.18 Oy 0.65 


DIVIDENDS 


The regular dividends on preferred shares amounting to $375,000 per 
year and four quarterly dividends of $0.10 per common share were paid 
during 1973. 


At a meeting in February 1974, your directors approved the payment 
of a regular quarterly dividend of $0.15 per common share on March 
Ist 1974. 


WOOD SUPPLY AND FORESTRY 


To meet the mill's increased fibre requirements in 1973, an important 
quantity of chips was purchased from sawmills operating in Northern 
Quebec, some poplar was harvested on company limits and purchased 
from the Wood Producers Office of Quebec and sunken wood was also 
recovered from the mill pond. A second mobile slasher was added to 
the company’s harvesting equipment, and most of the wood is now 
hauled in tree-lengths for roadside slashing. 


Means of improving forest growth through silviculture and fertilization 
is being actively studied in collaboration with the Department of Lands 
and Forests of Quebec. This will hopefully increase our annually 
allowable harvest which is on a sustained yield basis. 


NEWSPRINT PRODUCTION 


A new production record of 261,276 tons of newsprint was reached 

in 1973 which is an increase of 18,163 tons or 7.4% over 1972. Improved 
operating rate and operating efficiency coupled with higher machine 
speeds were responsible for this increase. 


* after payment of dividend on preferred shares. 


The national railway strike during the month of August disrupted mill 
operations resulting in additional costs ; however, production was 
maintained. During the month of November, because of the shortage 

of wood fibre, the mill began producing 30 lbs newsprint which requires 
approximately 6% less wood than the 32 lbs sheet for equivalent 
newsprint yardage. 


Printed newsprint waste from the New York metropolitan area was 
recycled as paper machine pulp furnish on a trial basis. 


NEWSPRINT SHIPMENTS 


Total shipments by rail, water and truck to the United States, Europe and 
certain points in Canada, amounted to 259,277 tons, equivalent to an 
increase of 14,401 tons or about 6% over 1972. 


CAPITAL EXPENDITURES 


Woodlands capital expenditures amounting to $743,491 included a new 
logging camp, a mobile slasher, trailer trucks, skidders, tractors and 
other equipment. The new modern logging camp at Beaulieu can 
comfortably lodge 225 men. Construction of 19 miles of new highways 
on company limits was completed in 1973 which will facilitate wood 
deliveries to the mill. 


Mill expenditures were $1,038,606 and included the following major 
items : — miscellaneous mechanical pulping facilities, a new steam 
boiler, pollution abatement and paper machine improvements. 


ENVIRONMENT 


Engineering plans to meet future effluent requirements of the Federal 
and Provincial environmental authorities have been completed for 
the Clermont mill. An expenditure of over $120,000 was approved by 
the Board last November to reduce gaseous emissions from the 
sulphite mill. 


Expenditures of the last three years for pollution abatement amount 
to $750,000. 


PURCHASE OF A SAWMILL 


As part of a diversification program, your company in September 1973 
signed an agreement to acquire all the issued shares of Les Produits 
Forestiers M. P. Co. Inc. of Saint-Thomas Didyme, Roberval County. 
This transaction amounting to $2,763,000 was completed in January 
1974, with a disbursement of $1,363,000; the balance is payable in 
seven yearly installments. 


The above company’s sawmill produces annually approximately 
50,000,000 bfm of lumber, which is sold in the Quebec, Ontario and 
Eastern United States markets. The supply of wood from the domanial 
forest of Roberval is guaranteed on a long-term basis by the Department 
of Lands and Forests. The mill and woodlands operations provide 

jobs for 225 workers. 


LABOUR RELATIONS 


A new mill labour agreement was recently concluded covering the period 
of May 1, 1973 to April 30, 1976. It provides for an increase in the 
average hourly rate of approximately 26% and during the last year of 

the agreement, a reduced work week for shift workers. Negociations 

are in progress for the renewal of labour agreements with office workers 
and woodlands scalers. 


OUTLOOK 


The capacity of Canadian newsprint mills increased only slightly in 1973 
while the demand for paper was strong. Canadian production and 
shipments were curtailed by railway and mill strikes resulting in an 
estimated production loss of 600,000 tons. Total shipments reached 

a record 9,030,000 tons, a 3.3% increase over 1972; shipments to the 
United States increased to 6,840,000 tons or 6.8% over 1972. For 1974, 
it is expected that the industry in Canada will operate at close to 
capacity, provided the energy crisis does not bring on a major 

disruption in the world economy. 


The mill at Clermont is also expected to operate at or near capacity 
during 1974. Newsprint price increased considerably in 1973 improving 
sales revenue; however, the basic elements of cost such as wood fibre, 
fuel, and labour continue to mount at an unprecedented rate. 


Your company looks forward with confidence to continued progress and 
increased growth in the forest products field. 


BOARD OF DIRECTORS 


Messrs. A. Emile Beauvais and Jean Deschamps resigned as directors 
of the company during 1973. Mr. Beauvais served for many years as 

a director and was successively Secretary, Executive Vice-President and 
Chairman of the Board. Mr. Beauvais will continue his association with 
the company as an honorary director and consultant. Mr. Deschamps 

is Delegate General of Quebec in Brussels, Belgium. 


Messrs. Yvon Simard, President of the General Investment Corporation 
and Roger Charbonneau, Chairman of the Planning Committee of 
l'Ecole des Hautes Etudes Commerciales de Montréal, were elected to 
the Board in 1973. 


ACKNOWLEDGMENT 


The Board of Directors wishes to express its thanks to the personnel 
of all divisions of the company for their participation in the excellent 
results of 1973 and for their continued efforts to improve day 

to day operations and overall performance. 


ON BEHALF OF THE BOARD 


EDWARD P. WALSH MARK DONOHUE 
President and General Manager Chairman of the Board 


QUEBEC, March 20, 1974. 
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THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED 
EARNINGS 


year ended December 31 


EARNINGS FOR THE YEAR 


Revenue from sales and newsprint machine rental, less cost of sales, 
selling and administrative expenses 


Investment income 
Discount upon redemption of long term debt 
Interest on long term debt 


Depreciation 
Earnings before income taxes and minority shareholders’ interest 


Income taxes — payable 


— deferred 


Minority shareholders’ interest in earnings of subsidiaries 
Net earnings 


Per common share (after dividends on preferred shares) 


RETAINED EARNINGS 


Balance at beginning of year 


Net earnings 


Dividends on — preferred shares 


— common shares 


Balance at end of year 


THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED SOURCE AND 
APPLICATION OF FUNDS 


year ended December 31 


SOURCE OF FUNDS 


1973 1972 

Net earnings for the year 3 041 434 1 541 194 
Depreciation 1 947 810 + 885 996 
Depletion 140 957 425:619 
Deferred income taxes 2 714 001 1 509 046 
Funds from operations 7 844 202 5 061 855 
Increase in minority shareholders’ interest 229 728 191 549 
Grant received under the Area Development Incentives Act 51 692 365 052 

8 125 622 5 618 456 — 
APPLICATION OF FUNDS 
Additions to fixed assets 2 044 901 2339 7/77 
Long term debt reduction 1 137 190 2 209 240 
Increase of investments and deposits 1 826 000 22 410 
Dividends 1 095 000 735 000 

6 103 091 5 406 427 
INCREASE IN WORKING CAPITAL 2 022 531 212 029 
WORKING CAPITAL AT BEGINNING OF YEAR 15 335 205 16-123 176 
WORKING CAPITAL AT END OF YEAR 


$17 357 736 15:335 205 


THE DONOHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


CONSOLIDATED 
BALANCE SHEET 


as at December 31 


ASSETS 

CURRENT ASSETS | 
Cash 

Short term investments and deposits (market value $8 929 059) 
Accounts receivable 

Grant receivable 

Inventories — Note 2 


Prepaid expenses 


OTHER ASSETS 
Investments and deposits — Note 3 (market value $2 820 O00) 


FIXED ASSETS 


Real estate, mills, machinery and equipment, at cost 
Less: government grants 


Accumulated depreciation 


Timber limits, at cost, less depletion 


SIGNED ON BEHALF OF THE BOARD 


Mark Donohue, Director 
John N. Cole, Director 


LIABILITIES 
CURRENT LIABILITIES 


Accounts payable and accrued liabilities 


Dividends payable 


Income taxes payable 


Sinking fund requirements payable within one year 


LONG TERM DEBT — Note 4 


DEFERRED 


MINORITY SHAREHOLDERS’ 


INCOME TAXES 


COMPANIES 


COMMITMENTS — Note 5 


Se remOLDEnS EQUITY 
CAPITAL-STOCK 


Preferred shares, issuable in series, par value $25 each 
Authorized : 500 OOO shares 


Issued and paid up: 240 000, 6%%, cumulative, redeemable preferred 
shares 1967 series 


Common shares without par value 


Authorized : 3 600 OOO shares 
Issued and paid up: 1 800 O00 shares 


RETAINED EARNINGS 


Pew M ORS REPORT 


We have examined the consolidated balance sheet of The Donohue Company 


Limited and of its subsidiary companies as at December 31, 1973 and the consolidated 


INTEREST IN SUBSIDIARY 


statements of earnings and source and application of funds for the year then ended. 
We have obtained all the information and explanations we have required. Our 
examination included a general review of the accounting procedures and such tests 
of accounting records and other supporting evidence as we considered necessary 
in the circumstances. 
In our opinion, according to the best of our information and the explanations given 
to us and as shown by the books of the company and its subsidiaries, these 


consolidated financial statements are drawn up so as to exhibit a true and correct view 
of the state of the affairs of the company and its subsidiaries as at December 31, 1973, 


the results of their operations and the source and application of their funds for 
the year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 

SAMSON, BELAIR, COTE, LACROIX ET ASSOCIES 

Chartered Accountants. 
Quebec, March 1, 1974. 


1973 


$ 3 030 493 
93 750 

150 784 
650 050 


3 925 077 
13 005 657 
7 634 342 


1 816 407 
26 381 483 


6 000 000 


2 000 000 


16 110 336 
24 110 336 


$50 491 819 


4072 


2 454 021 
93/90 

29 984 
615 050 

3 192305 
14 142 847 
B O20 oe 


1 586 679 
23 842 672 


6 000 000 - 


2.000 000 ~ 


14103 002 
22 163 902 


46.006 574 


IQ 


THE DONONHUE COMPANY LIMITED AND ITS SUBSIDIARY COMPANIES 


NOTES IO. CONSOUDATED 
FINANCIAL STATEMENTS 


year ended December 31, 1973 


NOTE 1— SUMMARY OF ACCOUNTING POLICIES 


CONSOLIDATION 

The consolidated financial statements include the accounts of the company and of all its subsidiaries : 
Donohue Brothers Sales Corporation, wholly owned 
Charlevoix Paper Company Limited, 55.4% owned and 
Malbaie Paper Company Ltd, 65% owned 


SALES AND GOST OF SALES 

Sales and cost of sales figures are not shown on the statement of consolidated earnings because the production 
of one of the company’s newsprint machine is contracted for under a lease agreement. The disclosure of these 
figures would be misleading as they could not be compared with total shipments of the entire mill. 


FIXED ASSETS AND DEPRECIATION 


Fixed assets are recorded at cost and depreciation is computed at rates based on the estimated useful life of the 
assets. 


The principal rates used are as follows: 


Mills machinery and equipment acquired before 1969 are depreciated at 10% on the reducing balance basis, 
additions acquired since 1969, at 5% on a straight line basis ; forest equipment is depreciated at 30% on the 
reducing balance. 


Important additions to fixed assets are only depreciated when put into commercial Operation. Out of the total 
fixed assets presently used in the operations, 58% are depreciated on a straight line basis and 42% on the reducing 
balance basis. 


INVENTORIES 


Inventories are generally priced at the lower of average cost or their net realizable value. 


DEFERRED INCOME TAXES 

The earnings reported for the year are charged with the income taxes relating to same, and the item ‘Deferred 
Income Taxes” on the balance sheet reflects the differences which arise between such taxes and the income taxes 
which are payable as a result of claiming, for tax purposes, capital cost allowances in excess of the depre- 
ciation recorded in the accounts. 


1973 
NOTE 2 — INVENTORIES 
Finished products, at average cost $ 276998 
Pulpwood and expenditures on current logging operations, at cost 4 252 515 
Operating supplies, at lower of cost or net realizable value 1 772 153 


$ 6 301 666 


NOTE 3— INVESTMENTS AND DEPOSITS 


Funds set aside for the following purposes: eaten 
Completion of approved capital projects $ 757000 — 


Cash payment and deposit of securities required for the acquisition 
of the shares of Produits Forestiers M. P. Inc. _ 2063 000 


$ 2 820 000 


1973 TS 72. 
NOTE 4— LONG TERM DEBT 
THE DONOHUE COMPANY LIMITED 
4% sinking fund bonds, series ‘‘C’’, due 1975 — sinking fund requirement 
amounts to $75 OOO in 1974 and $70 O00 in 1975 $ 145 000 220 000 
5% sinking fund bonds, series ““D’, due 1976 payable in U.S. funds — 
recorded at par — annual sinking fund requirement amounts to $85 O00 
until 1975 and a balance of $255 OOO due in 1976 425 000 510 000 
6% sinking fund bonds, series “E”, due 1977 payable in U.S. funds — 
recorded at par — annual sinking fund requirement amounts to $44 O00 
until 1976 and a balance of $178 OOO due in 1977 310 000 354 000 . 
880 000 1 084 000 
7%% sinking fund debentures, series “A”, due 1989 — annual sinking 
fund requirement amounts to $235 OOO from 1974 to 1988 7 265 000 co 600 000 
8 145 000 8 584 000 
CHARLEVOIX PAPER COMPANY LIMITED 
6%% sinking fund bonds, series ““A’’, due 1988 — $5 514 000 payable 
in U.S. funds — annual sinking fund requirement amounts to $368 O00 
from 1974 to 1987 5 920 657 6-315 797 
MALBAIE PAPER COMPANY LTD 
8% debentures, serial — due in 1974 78 050 1:21° 700. 
14 143 707 15 020 897 
Less: debentures held for sinking fund: = 
1973 requirements 235 000. 
1974 requirements 235 000 28 000° 
1975 requirements 235 000 
1976 requirements 18 000 
13 655 707 14 767 897 
Less: sinking fund requirements due within one year 650 050 615 050 
$13 005 657 


Sinking fund requirements payable annually for the next five years after deducting debentures held for future 


requirements : 


1974 
(he We) 


$884 000 
781 000 


1976 
TOZ7 


$650 O50 
567 000 


NOTE 5— COMMITMENTS 


1978 


$603 000 


As per an agreement signed in September 1973, the company acquired on January 28,1974, all the issued capital- 
stock of Produits Forestiers M. P. Inc., operator of a sawmill at St- Thomas Didyme in Roberval, Quebec for the 
sum of $2 763 000 of which $1 363 000 was payable on that date and the balance $1 400 OOO in seven equal 
annual instalments without interest. A deposit of $700 000 in negociable securities was made on January 28, 


1974 to guarantee the payment of the annual instalments. 


14142 847° 


TEN-YEAR REVIEVV 


PRODUCTION (000 omitted) 
Newsprint (1) 


EARNINGS (000 omitted) 


Net revenue from sales and newsprint machine rental 
Investment income 


Discount and gain on foreign exchange upon redemption of 
long-term debt 


Interest on long-term debt 
Depreciation 


Earnings before income taxes and minority shareholders’ 
interest 


Income taxes 

Minority shareholders’ interest in earnings of subsidiaries 
Net earnings 

Cash flow 


FINANCIAL POSITION (000 omitted) 
Working capital 


Net fixed assets 

Other assets 

Long-term debt 

Deferred income taxes 

Minority shareholders’ interest 

Preferred capital stock 

Common shareholders’ equity 

Ratio — current assets to current liabilities 


PER COMMON SHARE (2) 
Net earnings (3) 


Dividend rate 
Cash flow 
Book value 


NOTES: 
1. Total mill production, lease machine included. 
2. Based on present outstanding share capital of 1,800,000 shares. 


3. After deducting $0.10 in 1967 and $0.21 in 1968 and 
subsequent years for preferred dividends. 


4. Includes data of subsidiaries — Charlevoix Paper Company 
Limited and Malbaie Paper Company Ltd. 
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Aux actionnaires 


Le bénéfice net consolidé du premier semestre de 
l'exercice en cours de $1,194,731, dont un montant de 
$123,000 provient de la récente diminution de l'impét sur 
les corporations, est 87 pour-cent supérieur a celui de la 
période correspondante en 1972. 


Des investissements considérables en nouvelles instal- 
lations aux usines au cours des derniers six ans, ainsi 
qu'une forte demande et des prix de vente plus élevés 
pour le papier journal sont les principales causes de 
l’augmentation dans le bénéfice. Toutefois, le rendement 
sur le capital affecté a l’entreprise demeure toujours 
a un niveau relativement peu élevé. 


Les administrateurs ont déclaré un dividende trimes- 
triel de 10¢ par action ordinaire qui sera versé le ler 
septembre 1973 aux actionnaires inscrits le 15 aott 1973. 


Le président et directeur général 
EDWARD P. WALSH 


Québec, P.Q. 
le 7 aotit 1973 


To the Shareholders 


Consolidated net earnings for the first six months of 
this year of $1,194,731, of which an amount of. $123,000 
results from the recent reduction in corporate income tax, 
are 87 percent above those for the same period in 1972. 


The substantial investment made in plant equipment 
over the last six years coupled with the strong demand 
and higher prices for newsprint, are largely responsible 
for the improved earnings. The return on capital employed 
remains at a relatively low level. 


The directors have declared a quarterly dividend of 
10¢ per common share payable September 1, 1973 to 
shareholders of record August 15, 1972. 


EDWARD P. WALSH 
President and General Manager 


Quebec, Que. 
August 7, 1973 
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LA COMPAGNIE DONOHUE LIMITEE 
et ses filiales 


Rapport intéerimaire au 30 juin 1973 


THE DONOHUE COMPANY LIMITED 
and Subsidiary Companies 


Interim Report as at June 30, 1973 


LA COMPAGNIE DONOHUE LIMITEE 


et ses filiales 


Etat consolidé des bénéfices 


Semestre terminé au 30 juin 1973 
avec chiffres comparatifs pour 1972 
(avant vérification comptable) 


Bénéfices 

Revenus des ventes et de la location d’une 
machine a papier, moins cotits des produits 
vendus, frais de vente et d’administration .. . 


Revenus de placements=).. 4 04s eee 


Escompte obtenu et gain sur change étranger 
réalisé lors du rachat d’obligations.......... 


Intéréts sur dette alongterme............... 


ATIOTHSSOMOENE< ok ecsct Ses 3 os, Sie eee ee 


Bénéfices avant impots sur le revenu......... 


Imp6ts sur le revenu—exigibles............. 
= TEPOlteS son wineus donee 


Intéréts des actionnaires minoritaires dans les 
beneficesidesstilialess 0.) eee eee eae 


Bénetice’ nets ioe eine oe ee 


Par action (aprés dividendes sur actions pri- 
VILESIEES) ace yqo.e ee a ee ear Pe 


Bénéfices non répartis 
SoldetauiGe butt aeeoneren Orion cite ine 
BenehiGemotizen aaa ccs eee eee 


Dividendes sur — actions privilégiées.......... 
—actions ordinaires........... 


Soldetai lar hint wae eet sath aes, see 


NOTE: 

Les imp6ts sur le revenu de 1973 ont été établis en tenant 
compte des taux réduits sur les bénéfices de fabrication 
et de transformation selon le Bill C-192. 


1973 


$ 4,060,534 
293,348 


4,353,882 


4,353,882 
500,958 


3,852,924 
—__949,943 


2,902,981 


191,332 
1,048,653 


1,239.985 


1,662,996 


468,265 


$1,194,731 


$ 0.56 


$14,163,902 


1,194,731 


15,358,633 


187,500 


360,000 


547,500 


$14,811,133 


THE DONOHUE COMPANY LIMITED 


1972 


$ 2,675,647 


___ 230,332 


2,905,979 


136,107 


3,042,086 
552,168 


2,489,918 
858,084 


1,631,834 


116,264 
964,735 


680,999 


950,835 


312,167 


$638,668 
$ 0.25 
$13,357,708 
638,668 
13,996,376 
187,500 
__ 187,500 


$13,808,876 


and Subsidiary Companies 


Consolidated Statement of Earnings 


Six months ended June 30, 1973 
with comparative figures for 1972 
(unaudited) 


Earnings 


Revenue from sales and newsprint machine 
rental,.less cost of sales, selling and adminis- 
MP Mee ar tee Gch fc ase trative expenses 


Res UR Eee on cio S06 Investment income 


Discount and gain on foreign exchange upon 
os 28d. pane Rete oe redemption of bonds 


.....Interest on long term debt 


See heg. + ache aie ee ge one ee Depreciation 


jal cee ee ee Earnings before income taxes 


.....Income taxes — payable 
— deferred 


Minority shareholders’ interest in earnings of 
ee ee ers og non « UMN. 


tea 6b been ge, An Net earnings 


Per share (after preferred 
EM PE Thar . eyc slo Pe ox dividends) 


Retained earnings 


PTE ree oan 6 S,0 Balance at beginning 
.....Net earnings 


el ie tee Dividends on — preferred shares 
—common shares 


«had are ght See ee Balance at end 


NOTE: 


Income taxes for 1973 were computed at reduced rates on 
manufacturing and processing profits as per Bill C-192. 


